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Ship not sinking 
Most of the industry will have been disap- 
pointed to realise that things in the mar- 
ketplace were not getting markedly better 
as we emerged from the summer holiday 
period. 
About the only encouraging news came 
from the SIA which said that on a year-to- 
year basis, chip sales in July were up 8% 
from the $10.8 bn for the same month last 
year. This was the first year-over-year 
increase registered since February 2001. 
Yet on a personnel level the pain of staff 
cuts is obviously not over. When the 
industry came back to work it read the bad 
news from around a dozen companies 
from all tiers of the business. 
As we reported last month, perhaps the 
most saddening news came from one of 
the top IO opto component suppliers. 
Agere, one of the innovators in optoelec- 
tronics, has chosen to refocus on other 
areas. By this time next year it will no 
longer be an opto component player. 
As part of this year-long restructuring it 
will seek a buyer for plants and business- 
es. Whoever picks up these will be getting 
them at bargain basement prices. They 
will of course have to be mindful of just 
when they will be able to see a return for 
their investment. That will depend on 
when the long-haul market recovers. 
Agere and others like it now obviously 
believe that today this is no longer the 
business to be in. 
Not long ago it was a different story and 
they had forecast it would still be growing 
strongly. In retrospect this was not as 
likely to happen as everyone had con- 
vinced themselves, despite the historical 
precedents. 
However, these disappointments may in 
the longer term be seen as an another 
inevitable step in the evolution of the opto 
business. For now the questions that 
remain are two-fold: 
Firstly, how long wit1 the market paralysis 
last? The overstocked inventories which 
were blamed for the order cutbacks must 
have been worked through by now. New 
orders are coming though but of course 
they are but a fraction of their former size. 
What we need now is a rumour of short- 
ages and the market will revive. There will 
be a recurrence of the panic buying which 
inflated the market valuations and every- 
one will be busy again. This second honey- 
moon will as illusory as the first, but at 
least everyone will be gainfully employed 
as the fabs fill up. 
The second question is exactly who will 
still be around to make the devices when 
the market picks up again. It looks very 
much as if there could be no one left to 
meet the needs of what could well be an 
overnight transition from being becalmed 
to being hit by a hurricane. By then the 
ones who felt they had no choice but to 
leave the sinking ship might come to 
regret their rush for the lifeboats. 
Andrew Thomas, Editor 
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